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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, "no” responses have been disclosed in the financial statements, in¢luding the notes, or in the
Management Letter (report of comments and recommendations).

Check each applicable box below, (See instructions for further detail )
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All required component units/fundsiagencies of the local unit are included in the financial statements andfor disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balancesfunrestricted net assels
(P.A. 275 of 1880} or the local unit has not exceeded its budget for expenditures.
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The local unit is in compliance with the Uniform Chart of Accounts issued by the Depariment of Treasury.

The local unit has adopted a budget for all required funds,

A public hearing on the budget was held in accordance with State stafute.
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The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.
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The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsiinvestments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Buflelin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).
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10. There are no indications of defafcation, fraud or embezzlement, which came fo our attention during the course of our audit

that have not been previously communicated to the Local Audit and Finance Division (LAFDY}. If there is such activity that has
not been communicated, please submit a separate report under separate cover.,
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The tocal unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles {GAAP).
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The beard or council approves ail invoices prior to payment as required by charter or statute.
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To our knowledge, bank reconciliations that were reviewed were performed timely.
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description(s} of the authority andfor commission.
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THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Management Discussion and Analysis
For the Year Ended June 30, 2007

This section of the annual financial report presents management’s discussion and analysis
of Thumb Area Employment and Training Consortium’s (hereon referred to as “the
Consortium”) performance during the fiscal year ended June 30, 2007. Please read this
along with the financial statements of the Consortium.

Financial Highlights

¢ The assets of the Consortium exceeded its liabilities at the close of the June 30,
2007, fiscal year by $149,864 (net assets). Of this amount, $136,371 (unrestricted
net assets) may be used to meet the government’s ongoing obligations for
Consortium programs,

s The General Fund received $6,409,638 in revenues and had $6,409,592 in
expenditures. The General Fund’s fund balance increased to $149,864 from
$149,818,

e At the end of the current fiscal year, unreserved fund balance for the General
Fund was $136,371 or 3% of total General Fund expenditures.

Overview of the Financial Statements

This discussion and analysis is intended to provide a basis of understanding the
Consortium’s basic statements. These statements comprise threc components: (1)
governmental-wide financial statements, (2} fund financial statements, and (3) notes to
the financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the Consortium’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Consortium’s assets and
liabilities, with the differences between the two reported net assets. Overtime, increases
or decreases in net assets may serve as a useful indicator of whether the financial position
of the Consortium is improving or deteriorating,.

The statement of activities presents information showing how the government’s nct assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenditures are reported in this statement for
some items that will only result in cash flows in future fiscal periods.



THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Management Discussion and Analysis
For the Year Ended June 30, 2007

Fund Financial Statements

A fund is a group of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. Thumb Area Employment and
Training Consortium, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The
Consortium maintains one governmental fund.

Governmental Funds., Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for govermmental
funds {modified accrual) statements with similar information presented for government-
wide financial statements. By doing so, readers may better understand the long-term
tmpact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, ad changes
in fund balance provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Thumb Area Employment and Training Consortium adopts an annual appropriated

budget for the operating fund. A budgetary comparison statement has been provided to
demonstrate compliance with this budget.

Notes to the Financial Statements
The notes provide additional information that 1s essential to a full understanding of the

data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 4-8 of this report.

i



THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Management Discussion and Analysis
For the Year Ended June 30, 2007

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of' a government’s
financial position. In the case of the Consortium, assets exceeded liabilities by $149,864
at the end of the June 30, 2007 fiscal year.

Summary of Net Assets

June 30, 2008 Jung 30, 2007

Assels

Current Assets $ 698,133 $788,972

Capital Assets, net 17,850 13,4983

Total Assets $ 715083 $802.465
Liabilities

Current Liabilities $ 566,265 $652.602

Long-term liabilities - -

Total Lizbilities 566,265 852,602
Net Assels

Capital assels, net book value 17,850 13,493

Unrestricted 131,868 138,371

Total Net Assets $ 149.818 $149,864

The net assets is separated into two major components; invested in capital assets (e.g.,
equipment), which amounted to $13,493 or 9% of net assets and unrestricted net assets of
$136,371 or 91% of net assets. Unrestricted net assets may be used to meet the
govermnment’s ongoing obligations to its programs.

The Consortium’s net assets increased by $46 during the current fiscal year.

i1



THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Management Discussion and Analysis
For the Year Ended June 30, 2007

Statement of Activities

June 30, 2006 June 30, 2007
Revenues
Federal grant revenue $ 5,306,689 $6,128,282
State grant revenue 288,030 235,833
Interest 3.867 5,267
Local revenue 5,503 39,257
Total Revenues 5,584,082 6,408,638
Expenses
Administration 404 113 458 333
Direct program services 3,480,838 4,007,949
Support services 285,682 367,275
Service Center program 552,120 484,148
In-School 283,285 180,228
Cut-oi-School 449,043 580,423
Computerization 28,540 3,570
Cther program expenses 86,070 317,384
Corporale expenses 4,360 2,350
Unailocated depreciation 7,933 7,933
Total Expenses 5,582,675 §,409,562
Increase {decrease) in Net Assets $ 1,414 346

The change in net assets differs from the change in fund balance becguse of different
accounting requirements. A reconciliation appears later in the footnotes to the financial
staterments,

Summary of Fund Financial Statements

Governmental Fund. As noted earlier, the focus of the governmental fund (modified
accrual) financial statements is to provide information on the near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing
the Consortium’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of a government’s net resources available for spending at the
end of the fiscal year.

As of the end of the current fiscal year, the Consortium’s governmental fund reported an
ending fund balance of $149,864 an increase of $46 from the prior year. 91% or
$136,371 of the fund balance constitutes unreserved fund balance, which is available for
spending at the Consortium’s discretion.

The increase in fund balance of $46 indicates that cxpenditures were about equal to
revenucs for the year.

v



THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Management Discussion and Analysis
For the Year Ended June 30, 2007

General Fund Budget

By law, the Consortium must establish an original budget i June, with a beginning fiscal
date of July 1, for the General Fund. Budgets are revised when necessary, depending on
grant/funding source adjustments. Approximately 99% of the Consortium’s revenue
comes from the Michigan Department of Career Development (specific program grants).

State law requires that budgets be amended to ensure that expenditures do not exceed
appropriations. Original and final budgets, as well as actual amounts paid and received,
are included in the basic financial statements,

The General Fund received $6,409,638 in revenues and had $6,405,136 in expenditures.
The General Funds balance increased to $136,371 from $131,868.

At the end of the current fiscal year, unreserved fund balance for the General Fund was
$136,371 or 2% of total General Fund expenditures.

The actual General Fund expenditures were within 89% of the final budget amounts. The
decrease in the actual General Fund revenues and expenditures from the final budgeted
amounts is due to the fact that several of the grants are on an October to September fiscal
year. Thus, the budget for these programs is for two of the Consortium’s fiscal years and
the unspent portion is carried over to the subsequent fiscal year,

Capital Assets

As of June 30, 2007 the Consortium had $13,493 in capital assets consisting of various
pieces of equipment.

Capital Assets
(net of depreciation)
June 30, 2006 June 30, 2007
Equipment $ 54,100
$57,576
Less accumulated depreciation (36,150}
{44,083)
|
Net Capital Assets $ 17950 13.493
|




THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Management Discussion and Analysis
For the Year Ended June 30, 2007

Economic Factors and Next Year’s Budget

Since the Consortium’s expenditures are primarily grant funded, current and futare
funding levels of the state and federal governments affect the next year’s budget. Any
changes at the grantor level could either negatively or positively affect the future
appropriations of the Consortium.

Requests for Information

The financial report is designed to provide a general overview of the Consortium’s
finances, and to demonstrate the Consortium’s accountability for the money it receives.
Questions concerning any of the information provided in this report, or requests for
additional information should be addressed to:

Fiscal Controller

Thumb Area Employment and Training Consortium
3720 Wilson

Marlette, MI 48453

i
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INDEPENDENT AUDITOR'S REPORT

-+ To the Board of Directors
Thumb Area Employment and
Training Consortium
*“Marlette, Michigan

We have audited the accompanying financial statements of the governmental activities and the major fund of Thumb Area
Employment and Training Consortium {the “Consortium™) as of and for the year ended June 30, 2007, which collectively
comprise the Consortium’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Consornums management. Our responsibility is to express opinions on these financial statements based
on our audlt

_ .We cohducted our audit in accordance with auditing standards generally accepted in the United States of America and the

- standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the

United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

. -financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the

.- amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and

. Significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
* our audit provides a reasonable basts for our opinions.

Int our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position

of the governmental activities and the major fund of the Consortium as of June 30, 2007, and the respective changes in

financial position thereof and the budgetary comparison for the Generat Fund for the year then ended in conformity with
. accounting principles generally accepted in the United States of America.

" In agcordance with Government Auditing Standards, we have also issued our report dated November I, 2007, on our
consideration of the Consortium’s internal control over financial reporting and on our tests of its cornphancc with certain
_provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the
scape of our testing of internal control over financial reporting and compliance. That report is an integral part of an audit
perforrned in accordance with Governmental Auditing Standards and should be considered in assessing the results of our audit.

The mnagement’s discussion and analysis and budgetary comparison information on pages i through vi and page 9, is not a
+ . required part of the basic financial statements but are supplementary information required by accounting principles generally
.. accepted in the United States of America. We have applied certain limited pracedures, which consisted principally of inquires
of management regarding the methods of measurement and presentation of the required suppiementary information. However,
we did not audit the information and express no opinion on it,

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
. Consortlum s basic financial statements. There is no additional information.

W.‘(Aa.w f\hm, Re,

'ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

Page 1
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Thumb Area Employment and Training Consortium

Marlette, Michigan

STATEMENT OF NET ASSETS AND GOVERNMENTAL FUND BALANCE SHEET

ASSETS
Cash
Grants receivable
Capital assets - net

TOTAL ASSETS

LIABILITIES
Accounts payable
Accrued payroll and related expenses
Unecamed revenue

TOTAL LIABILITIES

FUND BALANCE
Unreserved fund balance

TOTAL LIABILITIES AND
FUND BALANCE

NET ASSETS
Investment in grant finded equipment

Unresiricted

TOTAL NET ASSETS

June 30, 2007

General Statement of
Fund Adjustments Net Assets

3 171,023 171,023
617,945 617,949
13,493 13,493
b 788,972 13,493 802,465
b 612,707 612,707
7,235 7,235
32,660 32,660
652,602 - 652,602
136,371 136,371

$ 788,972
13,493 13,493
136,371 136,371
149,864 149,864

The accompanying notes are an intepral part ol the financial staternents,
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Thumb Area Employment and Training Consortium

Marlette, Michigan

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES
EXPENDITURES, AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2007

General Statement of
Fund Adjustments Activities
REVENUE
Grant Revenue
Federal grant revenue $ 6,129,282 3 6,129,282
State grant revenue 235,833 235,833
Nect Grant Revenue 6,365,115 - 6,365,115
Other Revenue 1,813 1,813
Interest income 5,267 5,267
Match revenne 37,444 37,444
Total Revenne 6,409,638 - 6,409,638
EXPENDITURES
Program Expenses
Administration 458,333 458,333
Direct Program Services 4,007,949 4,007,949
Supportive services 367,275 367,275
Service Center Program 484,148 484,148
In-School 181,062 (834) 186,228
Out-of-School 583,065 (2,642) 580,423
Computerization 3,570 3,570
Other 317,384 317,384
Match - - -
Total Program Expenditures 6,402,786 (3,476) 6,399,309
Corporate 2,350 2,350
Depreciation 7,933 7,933
Total Expenditures 6,405,136 4,457 6,409,592
Net Change in tund balance 4,503 (4,503}
Change in net assets 45 46
Fund balance/Net Asscls - June 30, 2006 131,868 13,493 149,818
FUND BALANCE/NET ASSETS - JUNE 30, 2007 $ 136,371  § 9036 § 149,864

The accompanying noles are an integral part of the financial statements.
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THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to the Financial Statements
For the Year Ended June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of Thumb Area Employment and Training Consortium (the “Consortium™), a consortium of governments
organized in 1983 to develop and provide resources for the purposes of assisting low-income individuals through a variety of
programs, have been prepared in conformity with generally accepted accounting principles {GAAP) as applied to governmental units,
The Government Accounting Standards Board (GASB) is the accepted standards-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the accounting policies of the Consortium are described below.

REPORTING ENTITY:

As indicated above, the Consortium is a consortium of governments, and includes the counties of Tuscola, Lapeer, Huron,
and Sanilac. The Consortium is primarily supported through federal and states grants, approximately 99% of which is
provided by the Michigan Department of Laber and Economic Growth. The Consortium is not a component unit of the
aforementioned counties and has no entities included in its financial statements as component units,

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The govemment-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the primary government. Governmental activities, which normally are
used to account for the receipt and disbursement of monies for general operations, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support. The Consortium has no business-type
activities.

The general fund is the Authority’s only major fund and is reported as a separate column in the financial statements.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION:

The government-wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless
of the timing of related cash flows. Grants and similar ifems are recognized as revenue as socn as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the cuntent period. For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal peried. Expenditures generally are recorded when 2 liability is incurred, as
under accrual accounting.

Intergovernmental revenues, charges for services and interest associated with the current fiscal period are all considered to
be susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when is received by the government.

The Consortium reports the following major governmental fund:

The general fund is the Consortium’s primary operating fund. It accounts for all financial resources of the entity,
except those required to be accounted for in another fund. There are no financial resources currently required to be
accounted for in another fund.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are followed in
the government-wide financial statements that the extent that those standards do not conflict with or contradict guidance of
the Governmental Accounting Standards Beard,

When both restricted and unrestricted resources are available for use, it is the Consortium’s policy to use restricted resources
first, then unrestricted resources as they are needed,
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THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to the Financial Statements
For the Year Ended June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

ASSETS. LIABILITIES AND EQUITY:

1. Deposits and Investments
Cash and equivalents consist of deposits in checking accounts, other demand accounts and amount deposited
in savings accounts.

2. Grant Receivables and Unearned Revenue
Grants are recorded as invoiced to the funding scurce. Revenue is recegnized in the accounting period when
the related expenditure is incurred. Receivables are recorded for those grants where expenditures are in
excess of the cash received at year-end. Unearned revenue is recorded for those grants where grant proceeds
were received In excess of expenditures incurred at year-end.

3 Capital Assets
Capital assets, which include equipment, are reported in the governmental activities column in the
government-wide financial statements. Capital assets are defined by the Consortium as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materiality extend the
asset lives are niot capitalized.

Major cutlays for capifal assets and improvements are capitalized as projects are constructed. Capital assets
of the Consortium, which consist entirely of equipment, are depreciated using the straight-line method over 5-

10 year lives.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

1. Bndgets and Budgefary Accounting
A comparison to budget is presented for the General Fund as required by generally accepted accounting
principles. The budget for the General Fund is adopted on a basis consistent with generally accepted
accounting principles (GAAP). General Fund expenditures are budgeted for each of the Consortium’s
programs and are amended as funding levels change.

The Consortium had excess of expenditures over appropriations at the legal level of budgetary control;

EXCESS
APPROPRIATION  EXPENDITURE EXPENDITURE

General Fund

Supportive services $201,862 $367,275 $165,413
Service Center Program 450,000 484,148 34,148
Corporate 2,350 2,350
Qut-of-School 507,259 583,065 75,806
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THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to the Financial Statements
For the Year Ended June 30, 2007

NOTE 2 — DEPOSITS AND INVESTMENTS:

Deposits are carried at cost. The carrying amount of the deposits was $171,023 at June 30, 2007.
Statutory Authority

a. Bonds, securities, other obligations and repurchase agreements of the United States, or an agency or
instrumentality of the United States.

b.  Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified institution.

¢. Commercial paper rated at the time of purchase within the 2 highest classifications established by not less than 2
standard rating services and that matures not more than 270 days after the date of purchase.

d. Banker's acceptances of United States banks.

e. Obligations of the State of Michigan and its political subdivisions that, at the time of purchase are rated as
investment grade by at least one standard rating service.

f. Mutual funds registered under the investments company act of 1940 with the authority to purchase only
investment vehicles that are legal for direct investment by a public corporation.

8. External investment pools as authorized by Public Act 20 as amended through December 31, 1997.
The Consortium’s investment policy does not autherize use of external investment pools.
Interest and Deposit Risk

Interest rate risk, State law limits the allowable investments and the maturities of some of the allowable investments
as identified above. The Consortium’s investment policy does not have specific limits in excess if state law on
investment maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.

Credit risk. State law limits investments to specific government securities, certificates of deposit and bank accounts
with qualified financial institutions, commercial paper with specific maximum maturities and ratings when purchased,
bankers acceptances of specific financial institutions, qualified mutual funds and qualified external investment pools as
identified above. The Consortium investment policy does not have specific limits in excess of state law on investment
credit risk, except for not authorizing the use of external investment pools.

Custodial credit visk - deposits. Custodial credit risk is the risk that in the event of a2 bank failure, the Consortium
deposits may not be returned. State law does not require and the Consortium does not have 2 policy for deposit
custodial risk. As of June 30, 2007, $207,285 of the Consortium’s bank balance of $311,853 was exposed to custodial
credit risk because it was uninsured and uncollateralized.
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THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to the Financial Statements
For the Year Ended June 30, 2007

NOTE 3 - CAPITAL ASSETS:

Capital asset activity for the year ended June 30, 2007 was as follows:

Balance June Balance June
30, 2006 Additions Deletions 30,2007
Capital assets:
Equipment $54,100 33,476 3 $57,576
Accumulated depreciation:
Equipment (36,150} (7,933} O {44,083)
Net capital assets $17,950 {$4,457) $ $13,493

NOTE 4 - OPERATING LEASES:
The Consortium leases various facilities for operation of its programs. Rent expense for the office facilities was $130,974 for the year
ended June 30, 20G7.

The Consertium’s future minimum rental commitments for office facilities at June 30, 2007, are as follows:

Fiscal Year Ending

June 30 Amount
2008 $185,993
2009 168,338
2010 170,631
2011 137,394
2012 58405
Total $720,761

NOTE 5 — RISK MANAGEMENT:

The Consortium is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions;
and injuries to employees. During the year ended June 30, 2007, the Consortium carried commercial insurance to cover all risks of
losses. The Consortium had no settled claims resulting from these risks that exceeded their commercial coverage in any of the past
three fiscal years.

NOTE 6 — RETIREMENT PLAN:

All fuli-time employecs of the Consortium are covered by the Thumb Area Employment and Training Consortium Retirement Plan, a
defined contribution pension plan, The Board voted to contribute double the employees’ IRA contributions up to $3,000 per
employee. Benefits vest 100 percent immediately. Plan provisions contribution requirements are established and may be amended by
the Board. The Plan is administered by various financial institutions that house the employees’ IRA accounts. Employer
coniributions for the year ended June 30, 2007 amounted to $30,025. In addition, $15,013 of employee contributions were made.
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THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to the Financial Statements
For the Year Ended June 30, 2007

NOTE 7— COMMITMENTS AND CONTINGENCIES:

In normal course operations, the Consortium occasionally becomes 2 party to various claims and lawsuits. In the opinion of the legal
counsel and Consortium management, the ultimate resolution of such matters will not have a material effect on the financial position
of the Consortium. There were no pending claims or lawsuits during the vear ended June 30, 2007.

In addition, the Consortium has received federal and state grants for specific purposes that are subject to review and audit by the
grantor agencies. Although such audits could generate expenditure disallowance under terms of the grants, management believes that
any required reimbursements would not be material.

NOTE 8 — RECONCILIATION OF BASIC FINANCIAL STATEMENTS TO GOVERNMENT-WIDE
FINANCIAL STATEMENTS:

Following us an explanation of the adjustments between the governmental fund balance sheet and the government-wide statement of
net assets, which reconciles fund balance to net assets:

Governmental fund balance $136,371
Adjustments:
Capital assets 57,576
Accumulated depreciation (44,083}
Net assets of governmental activities $149,864

Following is an explanation of the adjustments between the governmental fund revenues, expenditures and changes in fund balance
and the government-wide statement of activities, which reconciles changes in fund balance to changes in net assets:

Change in fund balance $4.503
Adjustments:
Capital outlay 3,476
Depreciation expense (7,933)
Change in net assets $ 46
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Thumb Area Employment and Training Consortium
Marlette, Michigan

COMPARISON OF BUDGET -VS- ACTUAL EXPENDITURES

REVENUE
Grant Revenue
Federal grant revenue
State grant revenue
Net Grant Revenue
Interest income
Match revenue
Total Revenne

EXPENDITURES
Program Expenses
Administration
Direct Program Services
Supportive services
Service Center Program
In-School
Cut-of-School
Computerization
Other
Total Program Expenditures
Corporate
Total Expenditures

Net Change in fund balance

Fund balance - June 36, 2006

FOR THE YEAR ENDED JUNE 30, 20607

ORIGINAL FINAL OVER (UNDER)
BUDGET BUDGET ACTUAL BUDGET

$ 6168162 $ 6928398 $ 6129282 § (799,116)
237,873 237,873 235,833 (2,040)
6,406,035 7,166,271 6,365,115 (801,156)
5,267 5,267

43,249 43,249 39,257 (3,992)
6,449,284 7,209,520 6,409,638 (799,882)
566,119 897,031 458,333 438,698
4,083,980 4,229,736 4,007,949 221,787
251,862 201,862 367,275 (165,413)
369,194 450,000 484,148 (34,148)
300,000 400,000 181,062 218,938
461,000 507,259 583,065 (75,806)
49,365 41,365 3,570 37,795
367,764 482,267 317,384 164,883
6,449,284 7,209,520 6,402,786 806,734
2,350 (2,350)

$ 6449284 7,209,520 6,405,136 804,384
- 4,503 4,503

131,868 131,868 -

$ 131,868  § 136,371  § 4,503

FUND BALANCE - JUNE 30, 2007

The accompanying notes are an intepral part of the financial statements.
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ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
Certified Public Accountants

Gary K. Anderson, CPA - ' Robert L. Tuckey, CPA

- Jerry J. Bernhardt, CPA Valerie Jamieson Hartel, CPA

Thomas B, Doran, CPA Jamie L. Peasley, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

. November 1, 2007

" To the Board of Directors
Thumb Area Employment and Training Consortium
* Marlette, MI

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining
fund information of Thumb Area Employment and Training Consortium as of and for the year ended June 30, 2007,
“which collectively comprise Thumb Area Employment and Training Consortium’s basic financial statements of the

- District’s primary government and have issued our report thereon dated November 1, 2007, We conducted our audit in
- accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered Thumb Area Employment and Training Consortium’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinicn on the effectiveness of the Thumb Area
Employment and Training Consortium’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of Thumb Area Employment and Training Consortium’s internal control over financial

A control deficiency exists when the design or operation of a control does not allow management or employees, in the

. normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control defictencies, that adversely affects the entity’s ability to

. initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control over financial reporting. We
considered the deficiency described as 2007-1 in the accompanying schedule of findings and responses to be a significant
deficiency in internal control over financial reporting.

- A'material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
. remote likelihood that a material misstatemnent of the financial statements will not be prevented or detected by the entity’s
internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
“of this section and would not necessarity identify ail deficiencies in internal control that might be significant deficiencies
_or material weaknesses. However, as discussed below, we identified certain deficiencies in internal control over financial

reporting that we consider to be significant deficiencies.
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To the Board of Directors
November 1, 2007

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether Thumb Area Employment and Training Consertium's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we have reported to management of Thumb Area Employment and Training Censortium in
a separate letter dated November 1, 2007.

This report is intended for the information and use of the Board of Directors, management and federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than those specified parties.

Oucdensnn, Tk, Russdaadd $duuas, 2.

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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' .Gary R. Anderson, CPA : Robert L. Tuckey, CPA
_Jerry J. Bernhardt, CPA” Valerie Jamieson Hartel, CPA
.Tbomxs B. Doran; CPA Jarie L. Peasley, CPA

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

November 1, 2007 '

T the Board of Directors
Thumb Area Employment and Tralnmg Consortium
Marlette MI

COMPLIANCE
We have audited the compliance of Thumb Area Employment and Training Consortium with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
. that are applicable to each of its major federal programs for the year ended June 30, 2007. Thumb Area Employment and
'Train.ing Consortium’s major federal programs are identified in the summary of auditor's results section of the
‘accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of Thumb Area Employment
and Training Consortium's management. Our responsibility is to express an opinion: on Thumb Area Employment and
.Trammg Consortium's compliance based on our audit.

'We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of

America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States; and OMB Circular A~133, 4udits of States, Local Governments, and Non-

- Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain

reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that

¢ould have a direct and material effect on a major federal program occurred. An audit includes examining, on a test

. basis, evidence about Thumb Area Employment and Training Consortium's compliance with those requirements and

* performing such other procedures as we considered uecessary in the circumstances. We believe that our audit provides a

reasonable basis for our opinion. Our audit does not provide a legal determination of Thumb Area Employment and
Trammg Consortium's compliance with those requirements.

In our opinion, Thumb Area Employment and Training Consortium complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year ended June 30, 2007.

INIERNAL CONTROL OVER COMPLIANCE
- The management of Thumb Area Employment and Training Consortium is responsible for establishing and maintaining
effective internal contro} over compliance with the requirements of laws, reguiations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered Thumb Area Employment and Training
_ Consort:ums internal control over compliance with requirements that could have a direct and material effect on a major
. - federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance,
_ but not for the purpose of expressing an cpinicn on the effectiveness of the Thumb Area Employment and Training
_ Consortium’s internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
Entity's mternal control over compliance.
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To the Board of Directors
November 1, 2007

A control deficiency in an entity’s internal contrel over compliance exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned functions, to prevent or detect
noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant deficiency is
a control deficiency, or combination of contrel deficiencies, that adversely affects the entity’s ability to administer a
federal program such that there is more than a remote likelihood that noncompliance with a type of compliance
requirement of a federal program that is more than inconsequential will not be prevented or detected by the entity’s
internal contrel.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihcod that material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the entity’s internal control,

Our consideration of the internal control over compliance was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We have audited the financial statements of the governmental activities, each major fund and the aggregate remaining
fund information of Thumb Area Employment and Training Consortium as of and for the year ended June 30, 2007, and
have issued our report thereon dated November 1, 2007, Our audit was performed for the purpose of forming our
opinions on the financial statements that collectively comprise Thumb Area Employment and Training Consortium’s
basic financial statements. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is nota required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all matertal respects, in relation to the basic financial statements taken as a whole,

This report is intended solely for the information and use of the Board of Directors, management and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified
parties.

MMA.‘(AJAQ, w ﬂbm, Pe,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCQUNTANTS
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THUMB ARFEA EMPLOYMENT AND TRAINING CONSORTIUM
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
IFOR THE YEAR ENDED JUNE 30, 2007

Section I — Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued:

Internal control over financial reporting:
«  Material weakness{es) identified:

+ Significant deficiency(ies) that are not
considered to be material weakness?

Nencompliance material to financial statements noted?
Federal Awards

Internal control over major programs:

*  Material weakness{es) identified:

s Significant deficiency(ies) that are not
considered o be material weakness?

Unqualified
__ Yes X__No
X Yes None reported
Yes X No
Yes X _No
Yes X__ None reported

Type of auditor’s report issued on compliance for major programs: Ungualified

Any audit findings disclosed that are required to be
reported with Section 510(a) of Circular A-133?

[dentification of major programs;

CEDA Number(s}

17.207
17.261
93.558

Dollar threshold used to distinquish between type A
and Type B Programs:

Auditee qualified as low-risk auditee?

Page 7

Yes

X No

Name of Federal Program or Cluster

Employment Services

Employment & Training Administration

Work First {TANF)

$300,000

X  Yes

No



THUMB AREA EMPLOYMENT AND TRAINING CONSORTIUM
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

Section II - Financial Statement Findings

Finding 2007-1

Finding considered a significant deficiency

Currently, the Consortium staff prepares the interim and annual financial statements. The anrual financial statements for
the year ended June 30, 2007, required relatively few audit adjustments. Effective for the year ended June 30, 2007,
Statement of Auditing Standards #112 titled (Communicating Internal Control Related Matters Identified in an Audit
issued May, 2006), requires us to communicate in writing when a client requires assistance to prepare the footnotes
required in the annual audit report in accordance with accounting principles generally accepted in the United States of
America. The staff of the Consortium does understand all information included in the annual financial statements;
however, we assist in preparing the footnotes to the annual financial statements. We do not recommend any changes to
this situation at this time and communicate this as required by professional standards. We believe this meets the
definition of a significant deficiency as defined in Statement on Auditing Standard #112.

Client response

We are aware of this deficiency and believe it is not cost beneficial in our situation to develop this expertise. We will
continue to use our external auditors for this technical assistance. We would expect this situation to be ongoing in future
years.

Section ITI — Federal Award Findings and Questioned Costs

No matters were reported,
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THUMB ARE EMPLOYMENT AND TRAINING CONSORTIUM
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 390, 2007

There were no audit finding in the prior year.
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'ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
'~ Certified Public Accountants

Gmy R. Andérson, CPA. Robert L. Tuckey, CPA
.- Jetry J. Bornhardt, CPA Valerie Jamieson Hartel, CPA

Themas B: Doran, CPA Jamie L. Peasley, CPA
om - November 1, 2007

To the Board of Directors
- Thumb Area Employment and Training Consortium
_ Marlette, _MI

' Dear Board Members:

In planning and performing our audit of the financial statements of Thumb Area Employment and
Training Consortium as of and for the year ended June 30, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Consortium’s internal control
- over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the Consortium’s effectiveness of the internal control. Accordingly, we do not express an
opinion on the effectiveness of the Consortium’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
- and ‘'would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. '

~ A control deficiency exists when the design or operation of a control does not allow management or
~ employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
~more than inconsequential will not be prevented or detected by the entity’s internal control.

A material ‘weakness is a significant deficiency, or combination of significant deficiencics, that results
in more than a remote likelihood that a material misstatement of the financial statements, will not he
_ prey'ented or detected by the school district’s internal control.

- Our consideration of internal control over financial reporting and internal control over compliance was
for the limited purpose described above and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in intemnal control that we consider to be control deficiencies or material weaknesses, as
defined above, '

715 East Frank Street, Caro, MI 48723-1647 » 989/673-3137 » 800-234-8829 » Fax 989/673-3375
6261 Church Sireet, Cass City, MI 48726-1111 » 989/872-3730 + Fax 989/872-3978
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Board of Directors
November 1, 2007
Page two

The following comments relate to certain of the Consortium’s accounting, financial and administrative
policies and procedures that we observed during the course of our audit. These matters are not
considered control deficiencies or material weaknesses as defined by professional standards.

New Auditing Standards

Recently, 10 new auditing standards have been released and are effective, or will become
effective for your June 30, 2008 year end. In reviewing the new standards, they will have
an Impact on our overall audit approach. The trend is to perform audit procedures
utilizing more of a risk based approach. One area which will continue to be emphasized
is your internal controls.

Disaster Recovery Plan

During our review of your internal control procedures, we noted that the Consortium has
no formal disaster recovery plan. Currently backups of the various accounting
applications and data are only done sporadically and there is no formal oft site storage
location. We recommend that a formal disaster recovery plan be developed, documented
and implemented for all in-house applications.

We appreciate the opportunity to be of service to the school district. The cooperation extended to us
by your staff throughout the audit was greatly appreciated. We look forward each year to continuing
our relationship with Lewis Cass Intermediate School District. Should you wish to discuss any item
included in this letter further, we would be happy to do so.

This communication is intended solely for the information and use of management and others within
the organization and is not intended to be and should not be used by anyone other than these specified
parties.

Very truly yours,

Q,Jum,’(uk,w *donons, 2L,

Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountants



